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SUBJECT: BANGLADESH TITLE III PROGRAM 

REP: DACCA 3725 

1 . SOME TIME AGO I HAD ARRANGED TO HAVE A QUIET TALK 

OVER TEA AT MY RESIDENCE WITH FOOD SECRETARY L.R. KHAN, ONE 
OF BANGLADESH'S MOST COMPETENT CIVIL SERVANTS. BY CHANCE 
OUR MEETING LAST EVENING CAME AS CONSIDERATION IN WIASHINGTON 
OF A TITLE III PROGRAM FOR BANGLADESH IS REACHING THE POINT 
OF DECISION. CONSEQUENTLY, WE DISCUSSED OUR OPEN MARKET 
SALES PROPOSAL AT SOME LENGTH. WHAT IMPRESSED ME THE MOST 
IN THIS DISCUSSION WAS THE EXTENT TO WHICH THE GOVERNMENT 
OF BANGLADESH HAS MADE OPEN MARKET SALES ITS OWN PROGRAM 
AND HOW IMPORTANT IT WAS THAT WE ON OUR SIDE NOW MOVE 
PROMPTLY TO APPROVE A PROPOSAL IN A FORM AND ON A SCHEDULE 
WHICH PUTS THE GOVERNMENT OF BANGLADESH IN THE BEST 
POSSIBLE POSITION TO CARRY IT OUT. 

2. DURING OUR DISCUSSION, KHAN EMPHASIZED THREE 
POINTS, EACH OF WHICH APPEARED TO ME TO HAVE CON- 
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SIDERABLE MERIT. FIRST, HE SAID HE BELIEVED IT 
IMPORTANT THAT THE TRIGGER PRICE NOT RPT NOT BE INCOR- 
PORATED IN THE EORMAL AGREEMENT. THE UNCERTAINTIES OE THE 
NEW PROGRAM ARGUE AGAINST SUCH RIGIDITY. INSTEAD, HE 
SAID, THE TRIGGER PRICE SHOULD BE AGREED UPON BY MUTUAL 
CONSULTATION. THIS SEEMS TO ME A REASONABLE PROPOSAL. 

WE CAN'T RUN THIS SYSTEM OUT OF WASHINGTON AND IF WE 
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CAN'T TRUST THE BDG TO WORK OUT WITH US HERE A PROPER 
TRIGGER PRICE, WE SHOULD NOT BE EMBARKING ON SUCH A 
COMPLEX PROPOSAL IN ANY EVENT. 

3. KHAN'S SECOND PROPOSAL WAS THAT THE FIRST SHIPMENTS 
OF FOOD GRAINS SHOULD REACH BANGLADESH BEFORE THE END OF 
AUGUST SO THAT THE OPEN MARKET SALE PROGRAM COULD BEGIN IN 
THE COMING LEAN SEASON. HE SAID THAT THE YEAR END POSITION 
IN FOOD GRAINS WAS SOMEWHAT EASIER THAN EXPECTED BECAUSE 
OF LOW RATION OFFTAKES IN RECENT MONTHS AND SOME BORO CROP 
PROCUREMENT, BUT WHEAT STOCKS WERE QUITE LOW. IT WAS ES- 
SENTIAL, THEREFORE, THAT TITLE III SHIPMENTS COME AS SOON 
AS POSSIBLE AND HE ESTIMATED THE EARLIEST WHICH COULD BE 
EXPECTED WOULD BE LATE AUGUST. 

3. FINALLY, KHAN URGED THAT WE AGREE TO A GENEROUS ALLOCA- 
TION OF TITLE III FOOD GRAINS FOR USE IN THE MODIFIED 
RATIONING PROGRAM. HE MAINTAINED THAT IN TRANSI- 
TIONAL PERIOD TO OPEN MARKET SALES (WITH THE ULTIMATE 
PHASE-DOWN OF MODIFIED RATIONING) WOULD BE A DIFFICULT 
ONE AND THAT MODIFIED RATIONING ITSELF HELPED CONTROL 
MARKET PRICES. I GAVE HIM NO HOPE FOR MORE THAN A 

25 PERCENT ALLOCATION FOR MR. I DO BELIEVE, HOWEVER, 

THAT THE BDG HAS A PROBLEM IN HANDLING THIS TRANSITION 
AND THAT WE SHOULD BE FORTHCOMING. THEY MAY WELL BE 
RIGHT THAT OTHER DONORS WILL GET ON THE OPEN MARKET SALES 
BANDWAGON AND LEAVE THE BDG IN TROUBLE WITH MODIFIED 
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RATIONING BEFORE THE PHASE-DOWN CAN BE CARRIED OUT. 

4. THE AID STAFF ADVISES THAT ONCE WE HAVE INSTRUCTIONS 

IT WILL TAKE FROM TWO TO THREE WEEKS TO COMPLETE NEGOTIA- 
TIONS PROVIDING THERE ARE NO MAJOR SURPRISES CONTAINED 
IN OUR PROPOSAL. 

5. IT SEEMS PARTICULARLY IMPORTANT THAT WE MAKE A 
FAVORABLE DECISION ON OUR TITLE III PROPOSAL AT THE 
EARLIEST POSSIBLE TIME, TAKING INTO ACCOUNT KHAN'S CON- 
CERNS. THE TIME FOR PUTTING THIS PROPOSAL INTO EFFECT HAS 
COME AND WE SHOULD APPROVE IT WHILE ENTHUSIASM IS HIGH 
SCHNEIDER 
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